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charge and industrial cost recovery 
systems. (See §§ 35.928 et seq., 35.929 et 
seq., 35.935–13, and 35.935–15.) 

(a) Grants awarded before July 1, 1979. 
Grantees must submit a schedule of 
implementation to show that their 
user charge and industrial cost recov-
ery systems will be approved in accord-
ance with the requirements of §§ 35.935– 
13 and 35.935–15. 

(b) Grants awarded after June 30, 1979. 
The grantee’s user charge and indus-
trial cost recovery systems must be ap-
proved before the award of step 3 grant 
assistance. 

(c) Letters of intent. In the case of any 
grant assistance for a project involving 
step 2 or step 3, the applicant must 
have received signed letters of intent 
from each significant industrial user 
stating that it will pay that portion of 
the grant amount allocable to the 
treatment of its wastes. Each such let-
ter shall also include a statement of 
the industrial user’s intended period of 
use of the treatment works. A signifi-
cant industrial user is one that will 
contribute greater than 10 percent of 
the design flow or design pollutant 
loading of the treatment works. In ad-
dition, the applicant must agree to re-
quire all industrial users to pay that 
portion of the grant amount allocable 
to the treatment of wastes from such 
users. 

§ 35.925–12 Property. 
That the applicant has demonstrated 

to the satisfaction of the Regional Ad-
ministrator that it has met or will met 
the property requirements of § 35.935–3. 

§ 35.925–13 Sewage collection system. 
That, if the project involves sewage 

collection system work, such work (a) 
is for the replacement or major reha-
bilitation of an existing sewer system 
under § 35.927–3(a) and is necessary to 
the total integrity and performance of 
the waste treatment works serving the 
community, or (b) is for a new sewer 
system in a community in existence on 
October 18, 1972, which has sufficient 
existing or planned capacity to ade-
quately treat such collected sewage. 
Replacement or major rehabilitation of 
an existing sewer system may be ap-
proved only if cost-effective; the result 
must be a sewer system design capac-

ity equivalent to that of the existing 
system plus a reasonable amount for 
future growth. For purposes of this sec-
tion, a community would include any 
area with substantial human habi-
tation on October 18, 1972, as deter-
mined by an evaluation of each tract 
(city blocks or parcels of 5 acres or less 
where city blocks do not exist). No 
award may be made for a new sewer 
system in a community in existence on 
October 18, 1972, unless the Regional 
Administrator further determines that: 

(a) The bulk (generally two-thirds) of 
the expected flow (flow from existing 
plus projected future habitations) from 
the collection system will be for waste 
waters originating from the commu-
nity (habitations) in existence on Octo-
ber 18, 1972; 

(b) The collection system is cost-ef-
fective; 

(c) The population density of the area 
to be served has been considered in de-
termining the cost-effectiveness of the 
proposed project: 

(d) The collection system conforms 
with any approved WQM plan, other en-
vironmental laws in accordance with 
§ 35.925–14, Executive Orders on Wet-
lands and Floodplains and Agency pol-
icy on wetlands and agricultural lands; 
and 

(e) The system would not provide ca-
pacity for new habitations or other es-
tablishments to be located on environ-
mentally sensitive land such as wet-
lands, floodplains or prime agricultural 
lands. Appropriate and effective grant 
conditions, (e.g., restricting sewer 
hook-up) should be used where nec-
essary to protect these resources from 
new development. 

§ 35.925–14 Compliance with environ-
mental laws. 

That the treatment works will com-
ply with all pertinent requirements of 
applicable Federal, State and local en-
vironmental laws and regulations. (See 
§ 30.101 and subpart C of part 30 of this 
chapter and the Clean Air Act.) 

§ 35.925–15 Treatment of industrial 
wastes. 

That the allowable project costs do 
not include (a) costs of interceptor or 
collector lines constructed exclusively, 
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or almost exclusively, to serve indus-
trial sources or (b) costs allocable to 
the treatment for control or removal of 
pollutants in wastewater introduced 
into the treatment works by industrial 
sources, unless the applicant is re-
quired to remove such pollutants intro-
duced from nonindustrial sources. The 
project must be included in a complete 
waste treatment system, a principal 
purpose of which project (as defined by 
the Regional Administrator; see 
§§ 35.903 (d) and 35.905) and system is the 
treatment of domestic wastes of the 
entire community, area, region or the 
district concerned. See the 
pretreatment regulations in part 403 of 
this chapter and § 35.907. 

[44 FR 39340, July 5, 1979] 

§ 35.925–16 Federal activities. 
That the allowable step 2 or step 3 

project costs do not include the propor-
tional costs allocable to the treatment 
of wastes from major activities of the 
Federal Government. A ‘‘major activ-
ity’’ includes any Federal facility 
which contributes either (a) 250,000 gal-
lons or more per day or (b) 5 percent or 
more of the total design flow of waste 
treatment works, whichever is less. 

§ 35.925–17 Retained amounts for re-
construction and expansion. 

That the allowable project costs have 
been reduced by an amount equal to 
the unexpended balance of the amounts 
the applicant retains for future recon-
struction and expansion under § 35.928– 
2(a)(2)(ii), together with interest 
earned. 

§ 35.925–18 Limitation upon project 
costs incurred prior to award. 

That project construction has not 
been initiated before the approved date 
of initiation of construction (as defined 
in § 35.905), unless otherwise provided in 
this section. 

(a) Step 1 or Step 2: No grant assist-
ance is authorized for step 1 or step 2 
project work performed before award of 
a step 1 or step 2 grant. However, pay-
ment is authorized, in conjunction 
with the first award of grant assist-
ance, for all preaward allowable project 
costs in the following cases: 

(1) Step 1 work begun after the date 
of approval by the Regional Adminis-

trator of a plan of study, if the State 
requests and the Regional Adminis-
trator has reserved funds for the step 1 
grant. However, the step 1 grant must 
be applied for and awarded within the 
allotment period of the reserved funds. 

(2) Step 1 or step 2 work begun after 
October 31, 1974, but before June 30, 
1975, in accordance with an approved 
plan of study or an approved facilities 
plan, as appropriate, but only if a grant 
is awarded before April 1, 1981. 

(3) Step 1 or step 2 work begun before 
November 1, 1974, but only if a grant is 
awarded before April 1, 1980. 

(b) Step 3: Except as otherwise pro-
vided in this paragraph, no grant as-
sistance for a step 3 project may be 
awarded unless the award precedes ini-
tiation of the step 3 construction. Pre-
liminary step 3 work, such as advance 
acquisition of major equipment items 
requiring long lead times, acquisition 
of eligible land or of an option for the 
purchase of eligible land, or advance 
construction of minor portions of 
treatment works, including associated 
engineering costs, in emergencies or 
instances where delay could result in 
significant cost increases, may be ap-
proved by the Regional Administrator 
after completion of environmental re-
view, but only if (1) the applicant sub-
mits a written and adequately substan-
tiated request for approval and (2) writ-
ten approval by the Regional Adminis-
trator is obtained before initiation of 
the advance acquisition or advance 
construction. (In the case of authoriza-
tion for acquisition of eligible land, the 
applicant must submit a plat which 
shows the legal description of the prop-
erty to be acquired, a preliminary lay-
out of the distribution and drainage 
systems, and an explanation of the in-
tended method of acquiring the prop-
erty.) 

(c) The approval of a plan of study, a 
facilities plan, or advance acquisition 
of equipment or advance construction 
will not constitute a commitment for 
approval of grant assistance for a sub-
sequent treatment works project, but 
will allow payment for the previously 
approved costs as allowable project 
costs upon subsequent award of grant 
assistance, if requested before grant 
award (see § 35.945(a)). In instances 
where such approval is obtained, the 
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